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1 . JAPANESE DCM CALLED THIS MORNING TO SAY HE HAD 
VERY RIGID INSTRUCTION NOT TO AGREE TO FORM AD HOC 
STEEL GROUP BEFORE THERE IS AGREEMENT ON TERMS OF 
REFERENCE. IF GROUP IS TO BE FORMED, IT SHOULD BE 
LIMITED TO "FACTUAL APPROACH." JAPANESE DCM 
INTERPRETED LATTER POINT TO MEAN THAT HIS AUTHORITIES 

DO NOT WANT TO COMMIT THEMSELVES TO HAVING OECD TAKING 
UP POSSIBILITY FOR SPECIAL ACTION IN STEEL SECTOR. THE 
THIRD POINT IN HIS INSTRUCTIONS IS THAT THE STUDIES NOW 
BEING PREPARED BY THE SECRETARIAT SHOULD NOT PREJUDGE 
THE TERMS OF REFERENCE OF THE GROUP TO BE DECIDED AT 
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A LATER STAGE. IN PARTICULAR THE JAPANESE BELIEVE THAT 
ANY MENTION OF MARKETING PROBLEMS AND PRICE LEVELS ON 
DOMESTIC AND FOREIGN MARKETS WOULD ONLY CREATE DIFFICULT 
PROBLEMS AT THIS TIME AND COMPLICATE DISCUSSION. 

2. I POINTED OUT THAT US HAD AGREED THAT US. EC, AND 
JAPAN WOULD MEET TO WORK OUT THE TERMS OF REFERENCE FOR 
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THE AD HOC GROUP BEFORE THE GROUP WAS ACTUALLY CONVENED 
BUT THAT MY INSTRUCTIONS CALLED FOR AGREEING TO 
CONVENE THE GROUP. I ALSO STATED MY CONCERN THAT IF WE 
GET INTO A HASSLE ABOUT TIMING OF AGREEMENT ON TERMS OF 
REFERENCE. COUNCIL DISCUSSION TOMORROW IS LIABLE TO GET 
HUNG UP ON INSISTENCE BY A NUMBER OF THE SMALLER 
COUNTRIES THAT THEY TOO MUST FIRST BE SATISFIED WITH 
TERMS OF REFERENCE BEFORE AGREEING TO SET UP A GROUP. 

IN OTHER WORDS, I SAID. IT WAS ESSENTIAL IF WE ARE TO 
AVOID DELAY AND REPEATED MEETINGS HAGGLING OVER DRAFTING 
OF TERMS OF REFERENCE TO AVOID SUBJECTING ESTABLISHMENT 
OF GROUP TO FORMAL COUNCIL DECISION UNDER UNANIMITY 
RULE. FYI, OUR CONCERN EXTENDS BEYOND SUCH POTENTIAL 
TROUBLEMAKERS AS SPANISH REPRESENTATIVETO DELEGATIONS 
OF EC GOVERNMENTS WHICH HAVE APPARENTLY NOT YET BERN 
CONSULTED. END FYI. WE POINTED OUT THAT SECRETARY- 
GENERAL HAS A RIGHT TO CONVENE GROUP (HE HAS DONE SO 
IN THE CASE OF STEEL ON TWO PREVIOUS OCCASIONS) AND THAT 
WE SHOULD FOLLOW MOST FLEXIBLE POSSIBLE PROCEDURE IN 
GETTING THIS GROUP STARTED. 

3. WE THEN MET WITH DEPUTY SECRETARY-GENERAL WOOTTON 
AND WORKED OUT THE FOLLOWING FORMULA FOR PROPOSED DRAFT 
ENTRY IN COUNCIL MINUTES WHICH WOULD BE FORMAL ACTION 
OF COUNCIL TOMORROW AFTER MY STATEMENT, THAT OF EC, 

JAPAN, AND ANY OTHERS AND SECGEN SETTING STAGE FOR 
FOLLOWING: 

BEGIN TEXT: 
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THE COUNCIL 

(A) NOTED THE STATEMENTSBY THE DET.F.GATF.SFOR THE 
UNITED STATES, 

(BLANK), (BLANK) AND (BLANK) 

CONCERNING THE SITUATION IN THE STEEL SECTOR; 

(B ) NOTED THAT THE SECRETARY GENERAL IS PREPAR- 
ING A FACTUALTUDY ON THE STEEL SITUATION AND HIS 
INTENTION TO CONVENE AN AD HOC GROUP WHEN THE 
STUDY IS COMPLETED; 

(C) NOTED FURTHER THE SECRETARY GENERAL'S REQUEST 
THAT DELEGATIONSINTERESTED IN PARTICIPATING 

IN THE GROUP NOTIFY HIM IN THE IMMEDIATE 
FUTURE AND HIS INTENTION TO DISCUSS WITH 
THESE DELEGATIOMS WHEN THE GROUP SHOULD MEET 
AND WHAT IT SHOULD DO. END TEXT. 

4. IN WORKING OUT THIS TEXT I RESISTED SEVERAL 

ATTEMPTS BY MY JAPANESE COLLEAGUE TO INSERT IN THE DRAFT 
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THE NOTION THAT THE SECRETARY GENERAL WOULD ONLY CONVENE 
THE GROUP AFTER A DECISION BY INTERESTED GOVERNMENTS AS 
TO WHAT THE GROUP WOULD DO, I.E., TERMS OF REFERENCE. 

IT IS CLEAR FROM THIS TEXT THAT THE SECRETARY GENERAL'S 
CONVENING OF THE GROUP WOULD NOT DEPEND UPON A COMPLETE 
AND FINAL AGREEMENT ON THE TERMS OF REFERENCE. ON THE 
OTHER HAND, THE JAPANESE WOULD BE ABLE TO MAINTAIN THAT 
THEY HAVE NOT YET DECIDED DEFINITIVELY THAT THEY WILL 
PARTICIPATE IN THE GROUP AND WILL ONLY DO SO WHEN THEY 
KNOW EXACTLY WHAT IT IS GOING TO DO. 

5. EC REPRESENTATIVE TO THE OECD HAS TOLD US AND THE 
SECRETARIAT THAT HIS INSTRUCTIONS ARE TO SUPPORT MY 
STATEMENT BUT TO SPECIFY THAT EC DOES NOT BELIEVE THAT 
THE OECD STUDY, AND BY INFERENCE THE TERMS OF REFERENCE 
OF THE GROUP, SHOULD INCLUDE TRADE. WOOTTEN HAS TOLD 
HIM THAT THE SECRETARIAT STUDY WILL COVER ALL RELEVANT 
ASPECTS OF INTEREST TO MEMBER GOVERNMENTS AND THAT THE 
LIMITED OFFICIAL USE 
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TERMS OF REFERENCE OF THE GROUP WOULD BE MATTER FOR 
SUBSEQUENT CONSULTATION. 

6. SECRETARIAT AND JAPANESE HAVE PROPOSED THAT WE DROP 
LAST SENTENCE OF TEXT CONTAINED IN REF A. IF OUR STATE- 
MENT DOES NOT RAISE ISSUE OF TERMS OF REFERENCE, 

JAPANESE WOULD BE IN BETTER POSITION TO TONE DOWN THEIR 
STATEMENT THAT THEY MUST FIRST AGREE TO TERMS OF 
REFERENCE BEFORE DECIDING TO CONVENE GROUP. ALL OF US 
ARE CONCERNED THAT IF THE COUNCIL BEGINS TO DISCUSS 
LEGALISTIC POINTS SUCH AS TERMS OF REFERENCE, WE WILL 
GET HUNG UP WITH THE SMALLER COUNTRIES WHO WILL ALSO 
INSIST ON TYING THEIR AGREEMENT TO THE SETTING UP OF THE 
GROUP TO AGREEMENT ON TERMS OF REFERENCE. 

7. UNDER THE SCENARIO THE ABOVE TEXT WOULD BE RELEASED 
TO THE PRESS FOLLOWING THE MEETING. THE SECRETARIAT 
WOULD SEEK TO AVOID FURTHER COMMENTS AS TO WHAT IT MEANS 
AND WOULD REFER QUESTIONS ABOUT PARTICIPATION BY 
INDIVIDUAL GOVERNMENTS TO THOSE DELEGATIONS. 

8. EC AND JAPANESE REPS ARE TELEPHONING ABOVE TEXT TO 
THEIR RESPECTIVE AUTHORITIES. I URGE THAT WE GO ALONG 
WITH THIS FORMULA WHICH SHOULD ENABLE US TO GET THIS 
GROUP STARTED BY THE END OF MAY OR BEGINNING OF JUNE. 

WHILE KEEPING THE ESSENTIAL CONSULTATIONS ON THE TERMS 
OF REFERENCE IN THE MEANTIME TO A LIMITED GROUP IN AN 
INFORMAL FLEXIBLE CONTEXT. 

KATZ 
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